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may include amounts to meet current
building code requirements. If your
business is a major source of employ-
ment, SBA may waive the $1.56 million
limitation. A major source of employ-
ment is a business concern which has
one or more locations in the disaster
area which:

(1) Employed 10 percent or more of
the entire work force within the com-
muting area of a geographically identi-
fiable community (no larger than a
county), provided that the commuting
area does not extend more than 50
miles from such community; or

(2) Employed 5 percent of the work
force in an industry within the disaster
area and, if the concern is a non-manu-
facturing concern, employed no less
than 50 employees in the disaster area,
or if the concern is a manufacturing
concern, employed no less than 150 em-
ployees in the disaster area; or

(3) Employed no less than 250 employ-
ees within the disaster area.

(b) SBA will consider waiving the $1.5
million loan limit only if:

(1) Your damaged location or loca-
tions are out of business or in immi-
nent danger of going out of business as
a result of the disaster, and a loan in
excess of $1.5 million is necessary to re-
open or keep open the damaged loca-
tions in order to avoid substantial un-
employment in the disaster area; and

(2) You have used all reasonably
available funds from your business, its
affiliates and its principal owners (20%
or greater ownership interest) and all
available credit elsewhere (as described
in §123.104) to alleviate your physical
damage and economic injury.

(c) Physical disaster business bor-
rowers may request refinancing of liens
on both damaged real property and ma-
chinery and equipment, but for an
amount reduced by insurance or other
compensation. To do so, your business
property must be totally destroyed or
substantially damaged, which means:

(1) 40 percent or more of the aggre-
gate value (lesser of market value or
replacement cost at the time of the
disaster) of the damaged real property
(including land) and damaged machin-
ery and equipment; or

(2) 50 percent or more of the aggre-
gate value (lesser of market value or
replacement cost at the time of the

§123.204

disaster) of the damaged real property
(excluding land) and damaged machin-
ery and equipment.

(d) Loan funds allocated for repair or
replacement of landscaping or rec-
reational facilities may not exceed
$5,000 unless the landscaping or rec-
reational facilities fulfilled a func-
tional need or contributed to the gen-
eration of business.

[61 FR 3304, Jan. 31, 1996, as amended at 63
FR 46644, Sept. 2, 1998]

§123.203 What interest rate will my
business pay on a physical disaster
business loan and what are the re-
payment terms?

(a) SBA will announce interest rates
with each disaster declaration. If your
business, together with its affiliates
and principal owners, have credit else-
where, your interest rate is set by a
statutory formula, but will not exceed
8 percent per annum. If you do not
have credit elsewhere, your interest
rate will not exceed 4 percent per
annum. The maturity of your loan de-
pends upon your repayment ability,
but cannot exceed 3 years if you have
credit elsewhere. Otherwise, the max-
imum maturity is 30 years.

(b) Generally, you must pay equal
monthly installments, of principal and
interest, beginning five months from
the date of the loan as shown on the
Note. SBA will consider other payment
terms if you have seasonal or fluc-
tuating income, and SBA may allow in-
stallment payments of varying
amounts over the first two years of the
loan. There is no penalty for prepay-
ment for disaster loans.

§123.204 How much can your business
borrow for post-disaster mitigation?

For mitigation measures imple-
mented after a disaster has occurred,
you can borrow the lesser of the cost of
the mitigation measure, or up to 20
percent of the amount of your approved
physical disaster business loan to re-
pair or replace your damaged business
real estate and other business assets.

[67 FR 62337, Oct. 7, 2002]
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